BOARD OF COUNTY COMMISSIONERS

AGENDA ITEM SUMMARY
Meeting Date: February 19, 2003 Division: Management Services
Item: Yes X No ___ ' Department: _Administrative Services/Risk Mgmt

AGENDA ITEM WORDING: Approval to accept proposal from MARSH USA for Pollution
Liability Insurance in the amount of $62,396

ITEM BACKGROUND: RFP was issued for Pollution Insurance coverage on December 17, 2002

PREVIOUS RELEVANT BOCC ACTION: Existing 5-year policy term accepted by Board expires
on 3/12/2003. This includes a one-month extension from current carrier.

CONTRACT/AGREEMENT CHANGES: Contract coverage dates are 3/12/03- 3/12/04. Retention
level raised from $25,000 to $50,000.

STAFF RECOMMENDATIONS: Approval

TOTAL COST:____ $62.396 | BUDGETED: Yes _X No__
COST TO COUNTY: $62.396 SOURCE OF FUNDS: primarily ad valorem
REVENUE PRODUCING: Yes ___ No X AMOUNT PER MONTH____  Year ____
APPROYED BY: County Atty ___ OMB/Purg}zasmg — Risk Management
DIVISION DIRECTOR APPROVAL: s bine . - Dt gn

SHEILA BARKER
DOCUMENTATION: Included X To Follow__ . Not Required_

DISPOSITION: AGENDA ITEM #_ 2 5 /

Revised 2/27/01
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INTERISK CORPORATION

Consultants 1111 North Westshore Boulevard
Suite 208
Ritk Managemernt Tampa, FL 336074711
Employee Benefits Phone (313) 287-1040
Facsimile (813) 287-1041
Jamuary 31, 2003
Mr. Wiliam R. Grumbaus ARM
Risk Manager
Moaroe Courty
1100 Simomton Street
Suite 268
Key West, Florida 33040

Subject: Evalvation of Proposals for Pollution Liability Insurance
Dear Bill:

In early 1998 the County entered into a five year Pollution Liability policy with United Capital Insurance
Company effective February 12, 1998, [n carly July 2000, United Capital staned reporting financial
difficultics that uitimately resulted in United Capital being placed in liquidation. As part of the liquidstion
process, Gulf Underwriters insurance Company assumed a targe portion of United Capital's pollution
liahility polices. Monroe County was ooc of the acconints assumed by Gulf.

In December 2002, 4 “Call for Bids” for the County’s Pollution Liability insurance was published in
accordance with the Purchmsing Department’s procedures. The following agentwbrokers subumitied
requests for a copy of the detailed bid specifications.

> Asthur J. Gallagher

> Marsh USA

» Environmental Insurance Services (the incumbent agent)
» Financial Resource Masagement

> The Gehring Group.

mmummmmmgmmm«m.mmm
wanted to utilize to develop their proposals. A tota] of fifteen (15) different insurers were requested. It is
mmwmmmmmmmjom.ummamm,mumm
desire 10 provide the types and amounts of insurance required by the County, During the process, three (3)
addendums were {smued 10 all proposers responding o requests for additionsl nformation.

Sealed proposals were reccived by the County’s Purchasing Departrment through 11:00 am, January 29,

2003 at which tme they were publicly opened by the Purchasing Deparimont. The following
agems/brokers submittad proposals:
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Attached are spreadsheets comparing the major features of each proposal submitted. The approprime
sections of the gpreadshoets were reviewed with cach agewbroker to ensure their proposals werc
accurately displayed. Following is & narrative discussion of each proposal with Interisk's recommendations
reganding its acceptance or rejection.

Fimancial Resousce Mandgpewent

Financial Resource Management (FRM) proposed coverage using American Safety Risk Retention Group
as the insurer. They offered two separate propesals for the County to consider. The first option would only
provide caverage for the County’s closed landfills, closed incinerator plants and #ts petroleum storage
tanks. The second option would provide coverage for all of the County’s locations. Both options proposed
limits of 35 million with a per claim deductibie of $25,000. FRM proposed an anrmal premivm of $47,570
for its first option and an annnal preminm of $52,327 for its second option. FRM also propoasd multi-year
options as displayed on the attached schedules,

FRM's proposals would only provide coverage if the contamination migrated beyand the boundaries of the
County’s property.  This is viewed as a significant wealoness in their progmm. While American Safety
appears to operate as a traditional insarance company, they are technicaily a “Seif Ingured Retention
Group” (SIRRG) organized under the Federal Lisbility Risk Retention Act of 1988  As a SIRRG,
American Safety is owned and coamrolled by its member insureds and must rely solely on preminms
gencrated to pay claimg as they are presented  According o the lstest AM Best Key Rating Guide,
American Safety only has Policy Holder Surpins (Net Worth) of $4.6 million which is not enough fands to
pay onc policy limit loss. Due to the limitations of coverage being offered by American Safety and ite fack
of financial strengrth, it i recommended that American Safery be climinated from consideration

Arthur J. Gallagher

Gallagher submitted proposals from two different insurers. The first proposal was from the American
International Group (AIG) and the sccond proposal was from ACE Property and Cagualty Ingursnce
Company. Both AIG and ACE emjoy a favorable rating from the AM Best and Company, the leading
evaluntor of msurmnce company operations. The coverages offered by both AIG and ACE were consisent
with those cutrently purchasad by the County with one notable exception. The policy will aot provide on-
site cleamup coverage for the Courny’s closed landfills The proposal did include scveral enhancements
such as coverage for claime arising out of the transportation of waste and coverage for claims originating
from disposal sites. Since the County has transferred this lisbility to the contractor(s) that transport and
disposc of the County's waste and require the contracions 10 ¢arry appropriale inguranoe, it is believed that
these eahancements provide minimal added protection.

The AIG proposal included limits of $5 million with per claim deductible options of $25,000 and $100,000.
The proposed anmal premium for the $23,000 deductible option was §161,649. Gallagher aiso proposed a
three year pramium of $286,118 for this option.

mmmudmmmfotuw!Im.OOOopﬁonmsms,mwimapmposedpmmﬁmcr
$257,506 for a three year policy.

The terms and conditions of the ACE proposal were similar to those being offered by AIG. ACE proposed
limits of $5 milliom, subject to 2 $25,000 deductible. ACE's proposed annual premium was $106,038 md
the propased premium for a three year policy was $192,473,

Both the AIG and ACE proposals contained pricing significantly higher than qualified proposals from other
agemtabrokers. It is therefore recommended that both the AIG and ACE proposals, as submitted by Arthur
1. Gallagher be climioated from considerstion.
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Marxh USA

Marsh submitted several proposals from the Indian Harbor Insurance Company. Indian Harbor is part
the XL Insurance Group that enjoys 8 favorsble mting fromn A.M. Best and Company. Separate proposals

for timits of $1 miltion, $3 miltion and $10 million was submitted by Marsh. Each proposal had deductib
options of $25,000 and $50,000.

aRR

mwmsandmmﬁﬁomcimcmhwenmimwﬁhUwuuhhepolicycumuhrpurchamdby
mw.mmmeﬂ@mrm-ﬂmd&upamcmmmmmis;lwilhd. it
wat learned that most, if ot insurers, have discontinued clean wp coverage for andfills because the
insurance industry has been focced to pay for the resoration of the land that was ncver intended. It is
helieved that the exclusion of clean up coverage at the zirports was prompted by the recent incident at the
Key West amrport.

The following table displays the annual premiums for the various options proposed by Marsh,

Annual Premium
Limit $25,000 Deductible $50,000 Deductibie
$1 miilion $36,347 $29,404
$3 million $77,127 562,396
$10 million 398,839 $79,961

It is not belicved that Yanits of $1 million adequately. protects the intcrests of the County and tharefore it is
recommiendad that Margh's $1 million options be climinated from consideration. Based on the favorable
m:::puimd'th:(:omy,ililbelicvedthntlim'unfsmmillioammjuﬂﬁd.- It iz therefore
recommended that Marsh’s $ 10 million ogeions be sliminsted from consideration.

umwmmwammmmmmmdmmmm
~ mpproach $3 millian. It is therefore recommended that the County retain poliution limits of $5 million. The
mmmﬁmmsm.mmmmﬁmmcm’swm
mmmumwofMaﬁmmdmmmwcm'a
proposal as submitted by Marsh USA are mipcrior to the other received aad it is therefore

recommended that Monroe County accepts the Indian Harbor proposal with & $5 million Hmit and &
$50,000 deductible for the 2003/2004 policy year.

As always, please do oot hesitate 1o call if you have any questions.
Cordinlly,
INTERISK CORPORATION

Al

CPCU, ARM



MonNroB COUNTY
2003 /2004 POLLUTION LIABILITY
PROPOSAL EVALUATION

$1 MILLION LIMIT OF LIABILITY PROPOSALS
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